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The primary purpose of this study is to determine whether it
will be feasible and beneficial to establish a special revenue
fund and an enterprise fund for some revenue producing agencies
and activities in the City of Atlanta.
In order to determine the possibility of establishing
these funds, both primary and secondary data were used. The
technique utilized in collecting the primary data consisted of
interviews of a random san^jle of twenty-five relevant depart¬
mental heads and/or administrators. Furthermore, a question¬
naire was distributed to those same administrators in order to
ascertain their perceptions with respect to the establishment
of a special revenue and an enterprise fimd. Likert Scale was
constructed to analyze the primary data.
The study revealed that the establishment of a special
revenue fund for revenue producing agencies and activities in
the City of Atlanta will not be beneficial due to the following
reasons: 1. The possibilities for low priority needs to be
overfinanced while high priority needs are underfinanced. 2.
The possibility of the build up of money for particular acti¬
vities while others of equal importance are suffering.
On the other hand, the study shows that an enterprise fvind
should be created for the Civic Center. Some of the reasons
given are as follows: 1. The Civic Center generates enough
revenue to be accounted for under an enterprise fund. 2. The
future prospect of the Civic Center seems promising if it is
run as a business concern.
I. INTRODUCTION
During the past several years, public expenditures for
the provision of public services in urban areas have risen
rapidly without any interruption. This increase in expendi¬
tures may be attributable to the following factors; 1. infla¬
tion; 2. delapidation of housing and public facilities; 3.
heavy concentration of urban poverty and race problems; 4.
increase in population; and 5. growing demand by citizens for
new and better services.
The fimction of a municipal government is to provide
for its citizens the public services which are needed to pro¬
tect and promote their health, safety, morals and welfare.
The services include activities such as police protection,
fire protection, health programs, recreation, and library faci¬
lities . In order to provide these activities, a municipal
government must first of all find the needed resources to main¬
tain the level of existing services. But this has become very
difficult. This difficulty is partly due to the inflationary
spiral which every municipal government is facing today;
and partly due to the growing demand by citizens for new and
better services. In fact, the efforts to solve the financial
problems have become more complicated by two main factors.
These factors, according to Arthur Mendonsa are, (1) the
sources from which a municipality can obtain funds are limited,
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(2) the efforts to obtain ftmds from the sources which are
available are being resisted by those who must supply the
money.^
Faced with the need for more money and handicapped in
its effort to obtain the money, a m\anicipal government must
find some means or measure in order to make effective and
efficient use of money that is already available. Owing to
the above, a body of intelligent financial administration of
government should be strannoned in order to contribute to a good
government. A government without a good financial administra¬
tion will find it impossible to render the services required
by its citizens.
Financial administration cannot be carried out effec¬
tively without a sound business procedure. This, of course,
includes adequate budgeting, accovinting, auditing and financial
reporting. (These instruments can play a significant part in
the conduct of public affairs.) This statement is confirmed
by Lloyd Morey and Orval W. Diehl when they stated that public
(mxinicipalities) financial ailments and other uncertainties
have risen primarily as a result of ineffectiveness accounting,
budgeting, auditing and sound financial reporting, and that
permanent cures can be brought about only if effective and ade-
2
quate accounting methods, budgeting systems are adopted. In
^Arthur Mendonsa, Simplified Financial Management in
Local Government (Georgia: The University of Georgia Center
for Continuing Education, 1969), p. 1.
2
Lloyd Morey and Orval W. Diehl, Municipal Accounting
(New York: John Wiley and Sons, 1942), p. v.
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other words, without effective budgeting, accounting, auditing,
and financial reporting systems, a municipal government cannot
function effectively and therefore may become bankrupt.
The City of Atlanta's accounting system has always
used the most modem and recommended accounting practices. How¬
ever, there may be other ways in which the accounting system can
be used more effectively to maximize the impact of current reve¬
nue collections. The purpose of this study, therefore, is to
ascertain the feasibility of the establishment of special reve¬
nue and enterprise funds in the City of Atlanta.
II. THE PROBLEM AND ITS SETTING
Setting
The Department of Budget, Planning and Evaluation was
established by the Reorganization Ordinance of 1974 and the
City of Atlanta Charter, Section 3-302, 3-601, 3-602 and 3-603,
3
as amended.
The department is charged with performing the follow¬
ing activities:
1. To prepare and update both short and long term comprehen¬
sive development plans, and to secure required neighborhood
involvement.
2. To review departmental actions for compliance with estab¬
lished goals and policies.
3. To prepare and administer zoning ordinance, subdivision
regulations, and official maps.
4. To comment on annexation petition and zoning amendments.
5. To prepare recommended budget policies and priorities.
6. To review recommendation of the commissioner of finance
for conformity with budget policy.
7. To periodically evaluate inter- and intra-departmental
operations and functions, and
8. To perform community development and other grant related
planning, budgeting and management activities with the
appropriate support from operating departments and
agencies
3
Department of Finance, Mayor’s Recommended Budget,





In compliance with other mandates, the department has
the overall program responsibility for preparing the compre¬
hensive development plan, the execution of the budget, the
administration of zoning ordinance, and the preparation of
special studies for the mayor.^ The Department of Budget,
Planning and Evaluation is divided into two bureaus, namely:
(1) the Bureau of Budget Policy Evaluation, and (2) the Bureau
of Planning.
The Bureau of Budget Policy and Evaluation is respon¬
sible for preparing recommended program J,^els and related
ordinance in accordance with revenue expenditure levels for
consideration by the mayor and council. Again, it cooperates
with the Department of Finance in the establishment of recom¬
mended budget levels and provides in-house consulting services
for program development and management improvements. Further¬
more, the Bureau periodically evaluates and analyzes selected
inter- and intra-departmental functions. One such inter- or
intra-departmental function it performs is the preparation of
other departmental budgets.^
The Bureau of Planning is a subdivision of the Depart¬
ment of Budget, Planning and Evaluation. The major functions
of this bureau are: (1) to prepare the Comprehensive Develop¬
ment Plan, (2) to administer the City's zoning and subdivision
ordinance, (3) to implement the neighborhood planning process,




City Council, and (5) to comment on and review certain fed¬
erally-funded projects.^
The writer served as an intern in the Bureau of Bud¬
get, Policy, and Evaluation as a research analyst under the
supervision of Ms. Carol Toner, an urban policy analyst III.
During the course of the internship, the writer was assigned
the duty of examining the various funds in the City of Atlanta.
It was during this examination that the writer became aware
that revenue activities such as parks, cultural affairs. Civic
Center, libraries and recreation might better be accounted for
partly under "Special Revenue Fund," and "Enterprise Fund"
rather than exclusively under the "General Fund."
Statement of the Problem
Recently, some local governments such as Marin County,
California; Alamagordo City, New Mexico; and Wheeling City,
West Virginia have established "Special Revenue Fund" and
"Enterprise Fxind." A special revenue fund is created to ear¬
mark revenues for specific departmental expenditures rather
than to have agencies' generated dollars revert to the general
fund. The type of governmental units (i.e., parks and recrea¬
tion, libraries, schools, hospitals, etc.) for which special
revenue fund has been used is usually of certain degree of
importance and magnitude.
A special revenue fund normally accounts for revenue




of establishing this ftmd is to make sure that the revenue a
department or a city earmarked for an activity is used for
the aim intended. A special revenue fund helps management to
identify the money which is generated by every department for
which such fund is created. This fund also makes it easier
for management to keep track of the amount of revenue gene¬
rated by specific activities in the city government, and to
see how management decisions positively or negatively impact
upon their revenues. Furthermore, it allows budget analysts
to determine the departments with high potentials.
On the other hand, an enterprise fund is created for
departments that are self-sustaining or receive very little
or no subsidies from a general fund. This fund helps adminis¬
trators to determine whether the department for which it is
created is operating at a profit or loss. The creation of
this fund also allows administrators the flexibility of making
sound and reasonable decisions.
This is not the case with the City of Atlanta for cer¬
tain activities. Presently, the City of Atlanta operates
thirty-one separate funds. The largest and the most important
of these funds is the General Fund. This fund (General Fund)
accounts for all revenues that are not properly accounted for
in another fund.
Under certain titles and account numbers, the General
Fxind is set up to accotint for every (excluding airport and
water and sewerage) revenue generated by revenue producing
8
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activities. For example, fines from traffic violations,
library, parking violation, trespassing in city parks, etc. are
all accounted for under the title fines. This accounting pro¬
cedure makes it difficult for the central accounting office to
identify the revenue(s) generated by a specific bureau and/or
department such as recreation, parks, library, city covnrts, and
cultural affairs. Furthermore, several departments have found
it difficult to obtain the funds (to cover some of their oner-
ating expenses) which they have generated during the course of
the year. For instance, not too long ago, a memorandum was
sent by Mrs. E. Yates (Director of Atlanta Public Library) to
Mr. M. Finely (Councilman) requesting that a portion of the
library funds should be applied to their (library) general
operating account (see Appendix A).
One could assiane from the above that several govern¬
mental units such as the library, Civic Center, recreational
facilities, etc. are large enough to create special revenue
funds or enterprise funds as the case may be for revenue pro¬
ducing activities. However, before such assumption is made,
it is imperative to conduct a feasibility study to determine
if the creation of special revenue funds and enterprise funds
for revenue producing activities or agencies would be benefi¬
cial to the City of Atlanta. In effect, this study is under¬
taken to determine if it is in the best interest of the City
of Atlanta to establish a special revenue fund or an enterprise
Q
See pages 31-37 for a detailed discussion of general
fund.
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fund as the case may be for revenue producing activities.
Methodology
In order to gather information pertaining to the feasi¬
bility study both primary and secondary data were used.
The technique employed in collecting the primary data
was to conduct interviews of a random sample of twenty-five
relevant departmental heads and/or administrators. Addi¬
tionally, a questionnaire was developed to ascertain the per¬
ception of those same administrators with respect to the
utility of the establishment of such f\jnds in the City of
Atlanta (see Appendix B). Likert Scale was then constructed
to analyze the result.
The term Likert Scale is associated with a question
format that is frequently used in contemporary survey question¬
naires. Ideally, the respondent is presented with a statement
in the questionnaire and is asked to indicate whether he
"strongly agrees," "agrees," "disagrees," "strongly disagrees,"
or is "undecided." The modification of the wording of the
response categories (e.g., "approve") could also be used.
The most important feature of the method is the unam¬
biguous originality of the response categories. If respon¬
dents were permitted to volunteer or select answers such as
"sort of agree," "pretty much agree," "really agree," and so
forth, it would be impossible to determine the relative
strength of agreement intended by the various respondents.
This technique (Likert) easily resolved this dilemma.
Secondary data were gathered from numerous sources
10
(i.e., variety of books, journals, and documents). These
sources were used to gather information regarding the reasons
for the establishment of special revenue and/or enterprise
funds. Furthermore, the study analyzed the advantages and
disadvantages of these funds.
The rationale for using the above two approaches is
to enhance the reliability and effectiveness of the research
s tudy.
III. THEORETICAL BACKGROUND ON THE SUBJECT MATTER
In many aspects of life, one is associated with poli¬
tical, social and economic organizations, such as business,
schools, political parties, states, cities, and professional
associations. Many of these organizations are complex and
pose critical problems on which decisions must be made. In
order for these associations or organizations to be account¬
able and useful to society, each must have the ability to
measure and report its accomplishment and to renew and grow
such that the individual organization and society are best
served. In order to achieve these difficult goals, organiza¬
tions need some information about the resources they control
and how these resources are generated and used. Accounting
information is designed to meet these needs. It is appro¬
priate here to ask: what is accounting? Several writers
have offered various definitions.
Rollin Niswonger and Philip Fess define governmental
accounting as the process of recording and reporting finan¬
cial transaction at different levels of government (i.e.,
states, counties, and incorporated municipalities). It seeks
to provide useful accounting information, and with regard to
the business aspect of public administration, governmental




in accordance with statutory requirements. Since this paper
is concerned with the public sector, and specifically at the
city level, municipal accounting, according to Mikesell:
... is the process of recording, collecting, adminis¬
tration, and disbursement of resources by any unit of
government and to the making of reports concerning
any or all of these parts.
In order to understand municipal accounting, some know¬
ledge of the financial organization of a municipality is re¬
quired; i.e., one must understand the manner in which a city
raises money and the organization it sets up to expend this
money. Broadly speaking, municipal government here refers to
any governmental body which is subordinate to a state. How¬
ever, for the purpose of this paper unless otherwise stated,
"municipality" will be used in its narrow sense as being
synonymous with "city."
Since a city is a creature of the state it has only
those powers delegated to it by the state. The delegation of
these powers could come from either the state constitution,
the statutes, or both. Statutes in most cases provide for
the adoption by the residents of a city charter, outlining in
detail the powers of the municipality and providing for its
organizational advancement. The city charter is the basic
law of the city.
The primary purpose of a municipality is to provide
9
Rollin Niswonger and Philip E, Fess, Accounting
Principles (Cincinnati: South-VJestem Publishing Co., 1311),
p. 6.
M. Mikesell, Governmental Accounting (Illinois:
Richard D. Irwin, 1951), pT T!
13
services to its residents, in an effective and efficient man¬
ner. In order to facilitate this, the city management must
develop some kind of control. This implies that the group¬
ing of related activities should be enforced. This interpre¬
tation is confirmed by Charles Langer when he states that "the
principle of control is therefore the grouping of related acti¬
vities into classes.Most municipalities are organiza¬
tionally structured into departments (i.e., each department is
given control over a function). The various activities that
are involved in the performance of the function are also
assigned to distinct departmental subdivisions. For example,
the classification of funds is assigned to the department of
finance.
The question one poses at this point is: What is a
fund? To the lay man, a ftmd is merely considered as money.
Technically, this concept is not wrong; however, several
scholars and/or scholarly organizations have defined the term
"fund" in several intellectual or scholarly ways to suit
their purposes. For instance, Mendonsa defines a fund as:
... a sum of money or other valuable resources which
has been set aside for specific purpos'es and which
is accounted for separately from other monies and
valuable resources of a municipality.12
Similarly, Langer defines a fund as:
^^Charles H. Langer, Accounting Principles and Pro-
cedure. Municipal Accounting Lectures (Chicago: Walton
Publishing Co., 1950), p. M2-437.
12
Arthur A. Mendonsa, S^plified Financial Manage¬
ment in Local Government (Georgia: The University of Georgia
Center for Continuing teducation, 1969), p. 25.
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... a sum of money or other resources set aside for
the purpose of being held or expended in accordance
with statutory, charter, ordinance or general adminis¬
trative provisions.
However, according to the Municipal Finance Officers
Association (MFOA):
... a fund is an independent fiscal and accounting
entity with a self-balancing set of accounts, record¬
ing cash, and other resources together with related
liabilities, obligations, reserves and equities which
are segregated for the purpose of carrying on specific
activities or attaining certain objectives, or limita¬
tions . 1^
Elsewhere, \jnder the section dealing with funds, its
purposes and uses, Mendonsa contends that funds are used in
municipal finance administration for control purposes and goes
on to state that "funds are created to help ensure that money
or other resources set aside for specific purposes will be
used only for the purpose intended.It appears that the
above viewpoint is much in the nature of categorical grants in
fiscal federalism, where grants are generally highly specific
in purpose and permit extremely little discretionary action
by the recipient(s).
However, as a guide to the creation of a fund.
13
Charles H. Langer, Accounting Principles and Pro-
cedure, Municipal Accounting Lectures (Chicago: Walton Pub¬
lishing Co., 1950), p. M2-43y!
^^Municipal Finance Officers Association, Covernmental
Accounting, Auditing, and Financial Reporting (Michigan:
Cushing-Malloy, 1968), pp. 6-7. ^
^^Arthur A. Mendonsa, Simplified Financial Management
in Local Government (Georgia: the University of Georgia Center
for Continuing Education, 1969), p. 25.
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Mendonsa^^ puts forward four main rules, namely:
1. A fund should be created when one is required
by law or by a contractual agreement.
Explicitly, this means that a law could be set up to create a
fund(s) in order to administer the monies that a municipality
holds in trust.
2. A fxmd should be created to receive and dis¬
burse the money from a bond issue even though
such a fund may not be required by law.
The rationale in this rule is that bonds are always authorized
for certain purposes. Under such circumstances, the expendi¬
ture of the money obtained from a bond issued for unauthorized
purposes is illegal. In order to avoid this illegality, the
money should be placed in a separate fund. This measure could
enable the management to identify the specific intention of
such fund and to control the expenditure of the money.
3. A fund should be created for utility operated
by a town.
This rule implies that by operating a utility separately, the
town or the city management can adequately examine or deter¬
mine the actual cost of operating the utility without a tre¬
mendous auditing procedure. In operating each utility sepa¬
rately, it could reduce the interest rates paid for bond
issue. Furthermore, from a decisional viewpoint, a segment
margin could be useful in those decisions relating to long
run needs and performance.
4. A fund should be created if a town wishes




organization for central services received
from other departments within the town
government.
Concisely, this rule is designed to provide the basis for a
uniform approach to the problem of determining costs, to pro¬
mote efficiency, and to better the relationship between the
various units of the municipality. The purpose for the estab¬
lishment of separate funds, according to Morey and Hackett:
... is to make certain that revenues or other receipts
restricted as to the manner or object of use, are
handled and applied only in accordance with those re¬
strictions. 17
On the other hand, Mikesell defines funds in two main cate¬
gories: (1) that of resources, and (2) that of an accounting
18
entity. With regard to the accounting entity, he states
that as a control factor, a separate fund is of paramount im¬
portance, because the legal authority creating the fund can
accomplish a special purpose.
The Municipal Finance Officers Association has recom¬
mended eight types of funds that can be used by a city. The
association suggests that the use of these funds would promote
a more effective and efficient accounting system. These funds
are: 1. General Fund, 2. Special Revenue Fund, 3. Debt
Service Fund, 4. Capital Projects Funds, 5. Enterprise Fund,
6. Trust and Agency Funds, 7. Intergovernmental Fund, 8.
Special Assessment Fund. Among the above named categories,
^^Lloyd Morey and Robert P. Hackett, Fundamenta1s of
Governmental Accounting (New York: John Wiley and Sons, 1942).
18
R, M. Mikesell, Goyernmental Accounting (Illinois:
Richard D. Irwin, 1951), p. 4.
17
this study will only discuss three kinds: (a) General Fund,
(b) Special Revenue Funds, and (c) Enterprise Funds. These
three funds have been selected for discussion because they
relate most closely to the study.
A. General Fund. This is a fund which accounts for
all financial transactions that arc not properly accounted
for in another fund. Snyder points out that the general fund:
... is the primary general purpose fund in local
government; it exists to finance the functions of
general administration and the provision of general
public services.19
In other words, any activity that is not included in another
fvind is part of the general fund. It is the largest and the
most active fund in all levels of government.
In addition, Mikesell and Hay contend that a general
fund is a legal entity that enjoys a continuous existence,
yet its actual functioning depends upon regular periodic re-
20
vival or renewal through legislative authorization. They
also point out that "operation within the limitations of the
periodic budget is one legal provision of great importance to
the general fund." Furthermore, in order to make the budget
compatible with the limitations, general funds, whether large
or small in size, should be of two sets of accounts: (1)
budgetary, and (2) proprietary. Budgetary accounts, according
19
James C. Snyder, Fiscal Management and Planning in
Local Government (Massachusetts: D. C. Heath and Co., 15/7),
p." 1'84'.
20
R. M. Mikesell and Leon E. Hay, Governmental Account¬
ing, 4th ed. (Illinois: Richard D. Irwin, 1969), p. 43.
^^Ibid., p. 43.
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to Mikesell and Hay, serve two purposes: (a) to record the
legislative body's authorization to spend for specified pur¬
poses, and (b) to estimate revenue derived from various
sources. However, these acco\ints could be combined in one
ledger.
Again, in another perspective, Korey and Hackett state
that a general ftind is nothing more than revenue from all
general tax levies and all miscellaneous revenue not desig-
22
nated for specific use by statute or charter. One can under¬
stand from this concept that revenues whose use are not speci¬
fied by law or contractual agreement can be deposited into the
general fund. The resources, however, can be expended for any
purpose for which the government to whom it belongs sees fit.
This point of view is similar to the National Committee on
Municipal Accounting (NCMA) which states that:
... city may be called upon to finance part of the
cost of constructing special assessment improve¬
ments which cost it may finance out of the general
fund.23
Most city governments are required by law to operate
their general activities in strict accordance with the adopted
budget. At this point, it is important to note that a general
fund has a significant relationship to the budget. However,
before discussing this relationship, it is appropriate here to
give a brief description of a budget.
^^Lloyd Morey and Robert P. Hackett, Fundamentals of
Governmental Accounting (New York: John Wiley and Sons, 1942),
p"^ 64.
23
National Committee on Municipal Accounting, Muni¬
cipal Accounting Statement (Chicago; 1959), p. 121,
19
A budget is simply a detailed plan prepared annually
to show how resources will be acquired and put into use over
some specific time period. It represents a plan for the
future expressed in monetary terms. Some of the values of
budgeting are: (1) it required administrators to bring plan¬
ning to the forefront of their minds, (2) it provides them
with a vehicle for communicating those plans in an orderly way
throughout an entire period, (3) it helps managers to think
ahead by requiring them to formalize their planning efforts,
(4) it provides administrators with definite goals and objec¬
tives which serve as benchmarks for evaluating subsequent per¬
formance, (5) it uncovers potential bottlenecks before they
occur, and (6) it helps officials to coordinate the activities
of the entire organization by intergrating the plans and objec¬
tives of the various parts. In general, the budget ensures
that the plans and objectives of the parts are consistent with
the broad goals of the entire organization or the governmental
system.
As indicated earlier, there is a relationship between
the budget and the general fund. This relationship stems from
the fact that the budget appropriated for the general operation
of a municipality or a town is deposited into the general fund.
It is from this general fund that all administrative expenses
and/or all supplemental expenses are expended. This is confirmed
by the Municipal Finance Officers Association which revealed
that "the annual budget of a city has an important relationship
20
o /
to actual financial operations of the general fund."
Instead of having every agency dollar revert to the
general fimd, very few agencies have established special reve¬
nue fund that earmark revenues for department expenditures.
In order to \anderstand a special revenue fund, this sub¬
section will examine the subject matter.
Special Revenue Fund.rSnyder, in Fiscal Management and
Planning in Local Government, defines a special revenue fund
as one which is "utilized to account for revenues and expendi¬
tures associated with a special source of revenue or an ear-
25
marked tax." In other words, such a fund is used to earmark
revenues and/or expenditure for a particular purpose intended
by the body creating the fund. For example, certain taxes or
portion of taxes can be restricted to particular uses and
therefore will be accounted for in a distinct fxind. On the
other hand, Morey and Diehl define this fund as one which is
"used to finance particular activities from the receipts of
26
specific taxes or other revenues." Again, they stated that
"such a fund is usually created through statutory or charter
provisions to provide certain activities with definite and
Municipal Finance Officers Association, Governmental
Accounting, Auditing, and Financial Reporting (Michigan:
Cushing-Malloy, 1968), p. S.
25
James C. Snyder, Fiscal Management and Planning in
Local Government (Massachusetts: D. C. Heath and CompanyV
1577), p. 184.—
26
Lloyd Morey and Orval Diehl, Municipal Accounting




Similarly, Morey and Hackett contend that:
Special revenue fund is necessary whenever revenues
are collected which are specified by statute or
charter to be expended only for particular purposes
However, they (Morey and Hackett) maintain that the enactment
of mandatory provisions for such a fund on the whole, is not
to be commended. The results of such procedures will obvi¬
ously build up the funds for particular activities while others
of equally important ones may be suffering because of lack of
resources. Morey and Hackett suggest that as a principle, it
is desirable for every revenue to be undesignated as to the
use, and should be considered on its merit in relation to the
available resources. They went further to state that if it
becomes mandatory, special revenue fund should be established
so that:
... each must be accounted for separately, and if (sic)
similar in nature and purpose, the accounts of the group
may be combined into a single statement. Under no cir¬
cumstances, however, should the assets belonging to one
fund be used to meet the expenditures of another fund
iinless loans from one fund to the other are duly autho¬
rized and actually recorded in the accounts.
In the same manner, Mendonsa states that "designating
30
money for specific purposes is not recommended." This
27ibid.
^®Lloyd Morey and Robert P. Hackett, Fundamentals of
Governmental Accounting (New York: John Wiley and Sons,1^42),
P-
^^Ibid., p.
Arthur A. Mendonsa, Simplified Financial Management
in Local Government (Georgia: The University of Georgia Center
for Continuing Education, 1969), p. 27.
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implies that a special revenue fund will create inflexibility
in the use of revenue which a city or town generates. Men-
donsa then concludes that "one effect a designated revenue
can have is that low priority needs may be over-financed while
31
high priority needs be underfinanced."
According to the MFOA, special revenue fund is used to
account for revenues which are derived from specific taxes or
other earmarked revenue sources. The association contends
that such a fund is usually required by statute, charter pro¬
vision, or local ordinance to finance particular functions or
activities of a government, i.e., parks, schools, museums,
highway construction, street maintenance, law enforcement,
32
licensing.
This fmd, according to the Association, could have a
definite, limited life, or remain in effect until it is discon¬
tinued or revised by appropriate legislative action. Again,
the Association states that special revenue fmd may be used
for a very limited purpose, such as the maintenance of some
historic landmark or it may be used to finance the entire func¬
tions of a government. In other cases, special revenue fund
may be partly created to account for particular activity
within a single function, while the other half of the activity
is under the umbrella of the general fund.
The Association further maintains that a special
32
Municipal Finance Officers Association, Governmental
Accounting, Auditing and Financial Reporting (Michigan: Cushing-
Ha'noyT lt68) , p. '28.
23
revenue fund:
... is a matter of financial policy rather than
accoxmting practice, the mandatory creation of
many revenue fund is opposed by MFOA because it
hinders sound financial planning, unduly compli¬
cates the accounting system, and causes confusion
in financial reporting.33
The Association notes that the flow of revenue into a
special revenue fund may be derived from the sources as the
governmental tmit— general fmd. For example, the special
revenue fund could obtain revenue from property tax levy,
fees or charges for current services or from grants and shared
taxes from other governments. On the other hand, it could
receive its entire revenue from a single tax, and the proceeds
may be expended only for a particular function or activity.
The Municipal Finance Officers Association points out
that the amount and the nature of the sources of the revenue
which finance a particular facility or program has a control¬
ling influence on whether such a program should be accounted
for as a special revenue fund or as an enterprise fund. The
determining characteristic of a special revenue fund from
enterprise funds, according to MFOA is that:
Most of the revenue involved in the operation ... comes
from tax and non-tax sources not directly related to
services rendered rather than from direct charges to
users of the services.34
Contrary to the above, if a facility or program is financed






transactions involved should be accounted for in an enterprise
f\and. For example, an off-street parking facility which is
provided by a city and supported entirely by user charges
would be accounted for as an enterprise fund.
Enterprise Fxmd.-This fund, according to MFOA,
Is established to account for the financing of self-
supported activities of governmental units and which
renders services on a user charges basis to the
general public.35
In other words, the creation of this fund is to account for
activities that are self-sustained from the revenues generated
by citizens who utilized the services it performed. Mikesell
and Hay define this fund as;
... one which specializes in providing certain com¬
mercial type services to the public generally and
incidentally, to other governmental departments
or divisions.36
Services involved in this type of fund include; (1) electri¬
city, (2) water, (3) gas, (4) transportation services, (5)
harbor facilities, (6) airport services or facilities, (7)
housing projects, etc.
Mikesell and Hay also give six outstanding features
of enterprise funds. These features are as follows:
(1) They are principally, if not entirely,
self-supporting ....
This means, such funds receive little or no assistance from a
city general fund. However, there are possibilities that
initial financing of an enterprise fund can be contributed in
35ibid., p. 50
M. Mikesell and Leon E. Hay, Governmental Account¬
ing, 4th ed. (Illinois: Richard D. Irwin, 1969), p. 313.
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part or in total by other ftmds. In most instances, this
assistance is on a long-term loan basis. In other cases, an
enterprise f\md is not only self-stipporting, but sometimes
contributes to other governmental departments that are in
financial need.
(2) Revenue and expense accoiint statements
are of vital importance in enterprise f\md
operation, not only for their value in
measuring results of operations but also
for managerial use in promoting efficient
service at low cost.
This signifies that the operation of an enterprise fund is
very important in that management must show whether they are
operated at a profit or at a loss, similar to comparative pri¬
vate enterprise.
(3) Assets described as fixed assets of mercan¬
tile and manufacturing concerns are usually
found among enterprise fund.
It seems clear from the above statement that the balance sheet
of an enterprise fund should show the equipment owned by an
establishment. This helps management and citizens to know the
true net worth of the enterprise.
(4) Fixed or long-term liabilities are included
in enterprise account and show in their
balance sheet ....
This indicates that an enterprise fund should show the amount
of payable accoxmts it has recorded in its balance sheet. It
also helps management and the general public to compare the
liabilities versus the assets in order to know the effective¬
ness or the ineffectiveness of an enterprise.
(5) Depreciation of plant and equipment is an
important item of enterprise fund cost.
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This statement helps one to know the true value of the fixed
assets owned by the enterprise. It is common in business
practices for assets to depreciate over a time period. This
depreciable amomt should be deducted from the original cost
of the assets to get the true value at the end of the year.
(6) Although still reqtiired by law in some juris¬
dictions, the use of budgetary accomts is
not recommended for the control of enterprise
operations. It is believed that the commer¬
cial type of revenues and expenses accoimts
used in enterprise accovmting provide control
that is more effective for such activities
than would be obtained from the conventional
budgetary control accounts.’'
Another important point noted by the MFOA is that,
If a substantial amount of the revenues used to finance
an activity or series of related activities in a single
fvmd is derived from user charges, the fund can be
appropriately classified and accounted for as an enter¬
prise fmd.38
(This is similar to what had been discussed in the preceding
section.) On the other hand, if only a small portion of the
»
fund's total revenue comes from earnings, the fund should
properly be accovmted for as a special revenue fmd.
In general, an enterprise fund is a governmental
accounting tool which is developed to record transactions much
in the same way as a private enterprise does. It allows one
to track down certain activities that are usually self-
supporting through a separate ftond that records all transac¬
tions. All revenues and expenses, as well as all assets and
37ibid., p. 315.
SSjiunicipal Finance Officers Association, Governmental
Accounting, Auditing, and Financial Reporting (Michigan:
Cushing-Malloy, 1968), p. 50.
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current liabilities, are accoijnted by this fund.
A discussion on an enterprise f\ind invariably is a dis¬
cussion on profit. However, Spears, on the issue of profit in
the public sector, made the following comment:
... governmental bodies are not in business to make
profit. In fact, it is preferable to avoid usage
of such terminology... and recognize that the result
more properly represents an excess of revenue over
expenditures or vice versa, as the case may be.39
39
Charles Spears, Enterprise Facilities and Enterprise
Funds (North Carolina: North Carolina State University Revenue
Sources Management School, 1975), p. 152.
IV. LEGAL BASIS FOR THE CREATION OF FUNDS
IN THE CITY OF ATLANTA
The accounting system in the City of Atlanta is orga¬
nized and operated on a fund basis. However, Section 7-1003 of
the Atlanta City Charter, succinctly states that "the finance
department is responsible for maintaining all general accounts
of the city government."^® This enables the finance department
to prescribe, to install, and to inqjlement acco\anting system
for the city government.
On the other hand. Section 7-1012 of the City Charter
authorizes the Commissioner of Finance to administer the finan¬
cial affairs of the city. This is a responsibility which in¬
cludes the following:
1. To compile expenses and capital estimates for
the budget, for the finance committee, and for
the comcil.
2. To supervise the disbursement of all monies
within the budget appropriation of the city.
3. To design, in5>lement, and to maintain the
general accounting and management system for
the city and its officers, departments, and
agencies.
A. To collect all taxes, special assessment,
license fees and other revenues not other¬
wise provided by law.
5. To guard all public fxinds belonging to the
40
The Atlanta City Charter.
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city, all investment, and invested funds of
the city, or held by the city in a fudiciary
capacity.
Under Section 7-1019 of the Charter, the Commissioner
of Finance is given the responsibility to open and to keep all
general books for the city. The commissioner is expected to
keep the city's financial record properly, and to show the
financial transactions which include the accounting of all
receipts and disbursement of money.
Section 7-1020 of the City Charter confirmed Section
7-1019 and states that the Commissioner of Finance should be
given the authority to institute an accounting system in
every department of the city government. This section (i.e..
Section 7-1020 of the City Charter) further states that any
accounting system implemented or created, must disclose at any
time the exact status of the revenue from the department, if
any, and the exact amovint appropriated for the maintenance and
support of such department, and the amount expended and unex¬
pended balances.
The above mandate should not lead one to believe that
the Commissioner of Finance can create any fxmd without the
city comcil's approval. In other words, it takes legislative
approval for the creation of funds. However, this is not the
case with the creation of special revenue accounts. In the
creation of special revenue accounts, there is no legislative
approval. The reason one could give for this dichotomy between
the two revenues, is that, in the case of special revenue funds
or funds in general, when a fxind is established* it adds a new
30
set of balancing accovmts. On the other hand, when a
special revenue account is created, it becomes a part of
the general fund, except that cert ain revenues are desig¬
nated for particular purposes.
With regard to an enterprise f\jnd, as in other fxmds,
legislative approval is mandatory. The legislative body must
see the need and benefit for an enterprise fxmd for a parti¬
cular activity before it is implemented. In other words, the
enterprise in question must prove form its past performance
that it can sustain itself from the revenue it generates or
receives, and if necessary, it should receive very little sub¬
sidy from the city.
It is clear from the above statements that funds are
only created by the legislative body of the city. This is
quite contrary to special revenue accoxmts, which are created
by the Commissioner of Finance with the approval of the mayor.
V. PURPOSE AND FUNCTION OF THE
CITY'S VARIOUS FUNDS
As is the case with most municipalities, the City of
Atlanta utilizes fund accounting to account for the diverse
nature of its activities. As stated earlier in this study, a
fimd is an independent, fiscal, and accounting entity with a
self-balancing set of accounts, recording cash, and other
resources together with related liabilities, obligations,
reserves, and equities which are segregated for the purpose of
carrying on specific activities^r attaining certain objec¬
tives in accordiance with special regulations, restrictions,
or limitations.^^ It was mentioned on page 7 that the City of
Atlanta operates thirty-one different funds, but technically,
the city has five working fvinds. They are: 1. General Fund,
2. Enterprise Funds (i.e.. Airport Revenue Fund and Water and
Sewerage Revenue Fund, 3. Revolving Funds, 4. Capital Im¬
provement Funds, and 5. Debt Retirement Funds.
1. General Fund.-The General Fiind is the largest and
most iii5)ortant of the city's operating funds. This was
created by ordinance to account for the general operations of
the City of Atlanta. The General Fund finances expenditures
made for most of the essential city services such as police,
41
Op. Cit., p. 13.
31
32
fire protection, street cleaning, waste removal, operation of
parks and recreational facilities, etc. That is, any activity
for which resources are not provided for in some special fund,
is financed out of the General Fund.
The General Fvmd receives a greater variety of revenues
than any other fund in the City of Atlanta. In fact, revenue
generated by all revenue producing activities (excluding air¬
port, water and sewer departments) are deposited in the General
Fmd. Because of the vast variety of fvinctions it supports
(e.g., parks and recreation, library, Atlanta Public Schools,
Civic Center, cultural affairs, police, city correctional
agencies, etc.), it must receive revenues from a variety of
sources. The major sources of revenues are: 1. property
taxes, 2. other taxes (i.e., tax on public utilities, tax on
life insurance premiums, tax on alcoholic beverages, etc.), 3.
licenses and permits, 4. charges for current services, 5.
fines and penalties, 6. revenue from use of money and pro¬
perty, and 7. sales recoveries and grants. Explicitly table
1 clearly demonstrates the sources where General Fund received
its revenue for 1979 and its expected revenue for 1980.
It is in5>ortant at this point to note that revenue
generated by most of the city revenue producing activities are
deposited in the General Fxmd. However, expenditures for most
of the activities of the city are funded from this fund.
Table 2 shows the expenditures in 1979 and the appropriations
for 1980.
Also, according to table 2, the General Budget for the
33
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Source: Department of Finance, General Budget 1980 (City of
Atlanta, Georgia), p. v.
City of Atlanta 1980 shows that there was an increase of 17.5
percent in 1980 appropriation over that of 1979. This increase
could be due to an increase in salary, fringe benefits, and
other expenses.
There are some problems associated with the General
Fund. Some of these problems are as follows: 1. administra¬
tors cannot easily identify the revenues generated by specific
departments (e.g., parks and recreation, library. Civic Center,
etc.) from the central accounting office. The reason indicated
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TABLE 2










City Council 700,200 696,450 -4.4
Mayor 2,947,864 3,238,433 +9.8
Criminal Justice
Coordinating Council 43,486 0 N/A
Judicial Agency 1,735,826 2,083,659 +20.0
Budget and Planning 820,421 790,368 -3.7
Community Relations
Commissions 69,534 26i637 -61.7
Contingent and Grants 27,693,415 34,742,780 +25.5
Finance 2,009,623 2,597,567 +23.7
Community and Human
Development 2,737,565 3,246,930 +18.6
Environments and
Streets 30,014,037 31,464,567 +4.8
Cultural Affairs 2,243,171 2,159,473 -3.7
Parks and Recreation 10,642,610 11,068,066 +4.0
Atlanta Public
Libraries 4,376,499 5,369,377 +22.7
Public Safety 33,232,908 42,517,398 +22.9
Tax Assessors 1,220,609 1,717,300 +40.7
120,577,768 141,692,005 +17.5
Source: Department of Finance, General Budget 1980 (City of
Atlanta, Georgia), p. vTTT!
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earlier is due to the fact that all revenue generated by
revenue producing activities are deposited into a common ac¬
count without a careful arrangement of department by depart¬
ment deposit. 2. A General Fund makes it difficult to conqjare
segment generated revenue with depreciation in assets of the
segment. 3. Utilization of the fund makes it difficult to
calculate how management decision positively or negatively
impacts upon their generated revenue. 4. The General Fund
makes it difficult for section managers to get money when the
said segment has expended their quarterly or yearly budget
appropriation. With these problems associated with the General
Fvind, an alternative or supplement approach could be imple¬
mented if the City of Atlanta should operate effectively and
efficiently.
On the other hand, the General Fund is the most inpor-
tant and possibly the most effective and efficient financial
tool for the City of Atlanta.
The flexibility of the use of money from the General
Fund makes it possible for administrators to finance activities
in desperate need of help where there could be no other alter¬
native. Unlike a special revenue fund, the General Fvind also
prevents the building up of fvmds for particular activities or
agency while others of equal importance are suffering. Furthei?-
more, the General Fvind gives the financial directors or adminis¬
trators some control and knowledge as to where the city money
is directed and mostly applied. The pumping of money into one
pot (the General Fvind) helps in the planning process and
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decreases the complication that might otherwise arise in account¬
ing reporting.
Conparing the advantages and disadvantages of the General
Fund, this study reveals that the advantages tend to outweigh
the disadvantages from a financial and accounting standpoint.
Enterprise Fvmd.-Enterprise Fund can be defined here as
a fund which is established to account for the financing of self-
supported activities of the City of Atlanta, that provide ser¬
vices on a user charges basis to the general public.
Presently, the City of Atlanta operates two enterprise
finds, namely: 1. Airport Revenue Fund, and 2. Water and
Sewerage Revenue Fund. It is expected that by 1981 a third
enterprise fund will be created for Cyclorama under the Depart¬
ment of Parks and Recreation.
The Airport Revenue Fund (Enterprise Fund) was created
by ordinance and adopted on November 30, 1955.^^ It was estab¬
lished to be self-supporting. The fund receives and disburses
all airport revenues. These revenues, primarily consist of the
following: 1. landing fees, 2. rental of airport property,
and 3. concession income. The ordinance authorized by the
city council for this fund, states that:
. .. the Airport Revenue Fimd receipts should be used
to pay the reasonable and necessary cost of operating,
maintaining, and repairing the airport. Any surplus
of the revenue accumulated by this fund are first to
^^Interview with Mrs. Elizabeth Bennett, Department of
Finance, City of Atlanta, Georgia, July 1980.
^^Departmentof Finance, General Budget (Atlanta City
Hall, 1979), p. viii.
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(sic) pay for debt retirements and then for in5>rove-
ments of the airport facilities
The Airport Revenue Fund operates in the same nature as
a private enterprise accomting system (e.g., General Motors).
This fund acknowledges the preparation of an income statement
showing the net profit or the net loss for the accounting period.
It also accepts a balance sheet showing its equity. That is,
all assets and liabilities are kept separately in this fund.
This enables management to see the true net worth of the estab¬
lishment.
In 1979, the total revenue which was generated by the
airport amounted to $40.3 million. The following shows the
breakdown of the airport revenue for 1979:
Rental and Concessions == $25.3 million
Landing Fees = 14.0 million
Other Income * 1.0 million
It is expected that by the end of 1980, the revenue from the
airport would amount to $46.3 million.
Contrary to the revenue generated by the airport, the
total expenditures in 1979were $31.9 million. These expendi¬
tures are expended as follows:
Personal services











Debt Servcies = 19.4 million
According to the 1980 "General Budget** for the City of Atlanta,
by the end of the year (1980), the total expected expenditures
for the airport would amount to $46.3 million.This in¬
crease, as in the case of the General Fund, could possibly be
due to increase in salary, equipment, construction of new air¬
port and other minor expenses.
Water and Sewerage Revenue Fund (Enterprise Fund).-
This fund operates in the same manner as the Airport Revenue
Fund. The Water and Sewerage Revenue Fund was created by ordi-
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nance on January 1, 1966. It was established to account for
the operation of water, sewer and water pollution control acti¬
vities. All revenue sources applicable to the operations and
all expenditures for the operation of water and sewerage faci¬
lities are recorded in this fund.
The revenue generated by this fund in 1979 was approxi¬
mately $60.7 million. The breakdovm of this amount is as
follows:
Sales of Water = $34.2 million
Sewer Services Charges = 21.2 million
.Qther Income = 5.3 million
On the other hand, the fund expended the total sum of $42.5







Personal Services ■= $16.1 million





Debt Services >= 13.5 million^®
1.8 million
It is expected that by the end of 1980 the City's
total revenue would amount to $62.8 million and a total expen-
AO
diture of $62.8 million. ^ The increase in expenditure of
$20.3 million in 1980 over 1979 expenditure could be due to
bond issues required to finance the construction of some of
the city programs, salaries, and other miscellaneous expenses.
If the creation of Enterprise Fund for the airport,
water and sewerage emanates from the notion that they generate
enough revenue to sustain themselves with little of no subsidy
from the city, it appears then that the same notion should be
applied to other self-supporting departments and an enterprise
fund be created for them.
Revolving Funds.-Revolving Funds are usually set up by
the city to account for special types of revenues. This fund
is divided into four categories: 1. State Highway Expressway
Fund, 2. Working Capital Fund, 3. Trust and Agency Fund, and
4. Special Assessment Fund. Let us briefly consider two of




1. State Highway Expressway Fund: This fund is merely
carried on the city's financial records to reflect past re¬
ceipts and expenditures history.
2. Working Capital Fxmd: It is an internal revolving
fund which is supported by services performed by the city to
various departments and bureaus. The revenue for Working Capi¬
tal Fund is derived from Hotor Transport Services, Duplicating
Services, Legal Services and Data Processing Services.
Capital Improvement Fund.—Capital Improvement Fund is
established to finance the major infrastructure of the city.
This fund derives its revenue from property taxes, charges from
current services, sales recoveries and grants.
Debt Retirement Fund.-This fund is also kno^«m as Sink¬
ing Fund. Through this fund, monies are provided annually in
order to acctmiulate sufficient s\mis to pay principal and in¬
terest cost on outstanding bonds and certificates. Debt Re-,
tirement Fund obtains its revenue from property taxes, charges
from current services, sales recoveries and grants.
Special Revenue Fund.-The City of Atlanta Special
Revenue Fund was established in the year 1979 to account for
activities which are carried out by the city under four sepa¬
rate intergovernmental grant funds. These funds are set up
to carry out specific activities imder mandatory provisions to
account for the receipts and expenditures of over $57.2 mil¬
lion received frcan federal and state supported grant programs.
^^Department of Finance, Annual Financial Report of the
City of Atlanta, Georgia for the Fiscal Year Ended December 31,
1979 (Atlanta City Hall, l979), p. xiii.
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One of the grant funds is nearly defunct. This fund
is the Model Neighborhood Fund with unencumbered reserves
currently standing at about $22,000. The other three cate¬
gories are: 1. The CETA Fund with appropriation of $18.7
million in 1980. 2. The Community Development Fund with appro¬
priation of $41.9 million in 1980, and the Intergovernmental
Grant Fund with $6.4 million.
In 1979, the City of Atlanta received grants for its
Special Revenue Funds from the following sources: 1. Compre¬
hensive Employment and Training Act (CETA Fund), $124,529,000.
2. Community Development Fund, $25,751,000, and Intergovern-
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mental Grant Fund, $15,835,000. The grants received by the
city specify the purpose for which the grant monies are to be
used. This statement is confirmed by the Municipal Finance
Officers Association's recommendation which states that,
special revenue funds are used to account for revenues which
are derived from specific taxes or other earmarked revenue
sources. The (MFOA) also states that such a fund is usually
required by statute, charter provision, or local ordinance to
finance particular functions or activities of a government.
It is important at this point to note that the type of
Special Revenue Fund which is created for the intergovernmental
grants is slightly different from this study. The Special
Revenue Fund which is created for the intergovernmental grants
^^Department of Finance, General Budget (Atlanta City
Hall, 1979), p. xiii.
52 Ibid.
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are earmarked monies received from grants for specific pur¬
poses. On the other hand, the type of special revenue fund
under study would earmark specific revenues received from cer¬
tain portion of a revenue producing activity (i.e., parks and
recreation fees, library duplicating services, cultural affairs
entrance charge) to cover certain operating cost.
VI. ACTIVITIES AND REVENUE SOURCES FOR SOME
REVENUE PRODUCING ACTIVITIES
Parks and Recreation.-The purpose of the Department of
Parks and Recreation of the City of Atlanta is to provide for
its residents and non-residents a comprehensive municipal pro¬
gram of recreation (i.e., playgrounds, playfields, recreation
centers, swimming pools, tennis courts, athletic fields and
other facilities).
The department is charged with the responsibility of
administering and maintaining all parks, park facilities,
park's property, city's cemetary and protection of trees on
the city's property and right of way. The department is also
responsible for the operation and scheduling of the use of the
city's zoo, Cyclorama, parks and other special facilities of
the city for recreation.
In order to provide and maintain these activities, the
department charges entrance fees to the Cyclorama, zoo, golf
courses, tennis courts, and swimming pools. It also charges
rental fees for the use of Lakewood Fairgrounds, Equestiary
Amphitheater, park areas and others. Table 3 shows the revenue
received by the Department of Parks and Recreation for 1978,
1979 and expected revenue for 1980.
One could see from table 3 that the receipts from tan¬
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Total Park Inprovement Fund
Receipts
Cash available, January 1,
1,448.400.00
1980






Source: Department of Finance, General Budget (Atlanta City
Hall, 1980).
year. Also, there was a decrease in premium and interest on
securities bought and sold for 1979 as compared to 1978. Also,
one could conclude that the decrease in 1980 total parks improve¬
ment fund receipts could probably be due to underestimation of
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receipts. The same interpretation could be given to tangible
property taxes~ the prior year levy. However, the table shows
a significant increase in the grand total for 1980. This in¬
crease is due to cash carried forward from 1979 to 1980 and
securities held in 1980.
The summary of expenditures and appropriations can be
seen from table 4.
TABLE 4
1980 BUDGET, PARKS AND IMPROVEMENT SUMMARY




































Source: Department of Finance, General Budget (Atlanta City
Hall, 1980).
Table 4 shows a decrease in expenditures in 1979 as compared to
1978. However, appropriations for expenditures in 1980 shows
a significant increase. This increase could be due to better
services, salary increases and miscellaneous increases.
One important point that can be noted from tables 3 and
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4 is the fact that there is no breakdown of the revenue sources.
In other words, one cannot simply look at the table and speci¬
fically say what was generated from the various activities
carried out by the department. Because of this accounting
method of presentation, the central accounting office cannot
technically tell what percentage of the department segmented
activities (i.e., tennis, golf, swimming, etc.) generated dol¬
lars is returned to them after expenses have been deducted.
This problem of accounting reporting associated with
the General Fiind is a minor one. It is a minor problem because
it could easily be rectified. One way of rectifying this
problem is to list each agency and itemize the revenue generated
from each activity. For example, under Parks and Recreation,
the following sources and amount of revenue generated could be
listed (Fines $20,000, Entrance Fees $25,000, and Rental Fees
$15,000). Itemizing the revenue generated for each activity
will in turn give administrators an accurate knowledge of what
percentage was generated from each source and the agency re¬
sponsible for generating such revenues.
The Department of Cultural Affairs.-The Department of
Cultural Affairs is responsible for developing and implementing
programs that preserve historic sites, art works, and provides
inter-cultural events. One of the major segments of this
department is the Atlanta Civic Center.
The Civic Center was created or built to accommodate
programs such as concerts, plays, graduation ceremonies, conven¬
tions, trade fairs, public shows, banquets, religious meetings,
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dances, meeting of different affiliations and others. In order
to operate the Civic Center adequately and effeciently, a ren¬
tal fee is charged to help maintain its operations. Its main
sources of revenue are: rent, concessions, telephones, elec¬
trical, parking and others.
A recent study conducted by the Commissioner of Cul¬
tural Affairs revealed that:
... the Atlanta Civic Center contributes more to the
economy of the City of Atlanta than the World Congress
Center, and in the future, it will provide services
without being subsidized by tax dollars.52
However, this possibility may never be realized because of a
number of obstacles. One of the obstacles it has to overcome
is the World Congress Center, which has an aura of newness,
and a group of aggressive salesmen to entice patrons to their
center. The World Congress Center presents an acute competi¬
tion to the Atlanta Civic Center.
However, the future of the Civic Center is promising.
A recent Atlanta Economic Development Corporation Study indi¬
cates that, "there is a potential market demand for a Civic
Center Hotel and 65 percent of persons interviewed reacted
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favorably to the Civic Center as a meeting or exhibit site.
The study by AEDC also reveals that in the past twelve months
in excess of 250,000 persons had visited the Civic Center, and
52
Department of Cultural Affairs, Atlanta Civic Center
Six Month R.eport 1980.
^^A Feasibility Study for the Atlanta Civil Center,
Atlanta Economic Development Corporation, Atlanta, 1980, p. 10.
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most of them were convention delegates.Based upon the
above study, the Atlanta Chamber of Commerce estimated that
"each delegate to the Civic Center approximately spends $90-
$100 per day on lodging, transportation, meals and other
services.One could conclude from the above that if a
Civic Center Hotel is set up, at least 75 percent of the
money spent per day would help increase the revenue of the
Civic Center.
The Department of Cultural Affairs strongly believes
that the Civic Center could be accounted for under an enter¬
prise fund. This statement is partially confirmed by both
the HTjman Resources Committee when they state that;
... austere 1980 budget which realigned the organi¬
zational structure to some extent, has placed ...
in a more business-like posture.56
(Table 5 shows the monthly report for June 1980 as it compares
with that of 1979.)
This business-like posture of the Civic Center, in
fact, shows that the revenue for the first six months of 1980
was $375,008 as compared to $248,570 for the same period in
1979. This is an increase of $126,438 or 51 percent. The
overall percentage of total revenue generated to total operat¬
ing cost for the first six months of 1980 was approximately 94
percent. This indicates that there was a 6 percent profit in
^^Ibid., p. 11.
^^Ibid.
^^Department of Cultural Affairs, Atlanta Civic Cen¬
ter Six Month Report 1980.
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TABLE 5
DEPARTMENT OF CULTURAL AFFAIRS FACILITY
MANAGEMENT/CIVIC CENTER MONTHLY
REPORT FOR JUNE 1980
Current Same month
Month Last year 1980 1979
Revenue: $80,572.23 $25,212.93 $375,422.00 $248,570
Rent ■■24,?2r.iro 12,082.48 206,422.00 “1T?73T2
Concessions 15,000.00 0 15,000.00 13,448
Telephones 287.01 144.94 595.07 557
Electrical 123.50 36.70 1,448.08 1,244
Parking 40,644.72 12,948.81 149.475.29 48,906
Other 292.00 0 2,067.65 1,900
Operating Cost:
% of Revenue to
operating cost; 121 35 94 58
Source: Atlanta Civic Center Six Month Report (Atlanta,
Georgia).
that particular year.
From the foregoing analysis, it seems that the City of
Atlanta should consider establishing an enterprise fund for
the Civic Center. Atlanta's status as a convention city to¬
gether with the newly-completed international airport has the
environment to attract new businesses. This, in turn, should
give rise to an increased use of the Civic Center that will
ultimately lead to extra profit or breakeven.
Furthermore, it is the belief of this writer that an
enterprise fund would enable administrators in the City of
Atlanta to effectively and efficiently make accurate decisions
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as to whether the Civic Center is operating at full capacity
with increased revenue and less operating cost.
VII. THE ANALYSIS
As was previously mentioned in the methodology, Likert
Scale was used to analyze the result of administrators' per¬
ceptions on the subject matter. This statistical concept has
a nxjmber of advantages. First, it is efficient in the use of
space. Second, respondents could find it easier to complete a
set of questions presented to them and could also provide a
basis for comparing responses to similar questions. However,
there are certain dangers inherent in using Likert Scale. Its
advantages could mislead one to include source items that might
present a different format. For example, one could be tempted
to structure a question so as to use the responses being called
for in the matrix when a different, more idiosyncratic, set of
responses could be more appropriate. Also, this system or
pattern could foster a response set among some respondents
(i.e., they may develop the pattern of agreeing with all the
statements). This happens when a set of statements start with
a particular orientation.
However, the degree of administrators' perceptions of
the City of Atlanta with respect to the creation of special
revenue funds and enterprise fund is given in table 6.
The initial analysis of the internal characteristics




DEPARTMENT OF PARKS AND RECREATION. THE LIBRARY,
THE CIVIC CENTER, CULTURAL AFFAIRS
Beside each of the statement or question presented below, please Indicate
whether you Strongly Agree CSA), Agree (A), Disagree (D), Strongly
Disagree (SD), or are Undecided (U).
(SA) (A) (D) (SD) (U)
1. Do you find a need for the creation of a 5x18 4x2 3x2 1x2
special revenue fund for parks and “90 =8 *6 =2
recreation, library, cultural affairs 75% 8% 8% 8%






of a special revenue fund for the Civic
Center
21% 13% 21%
3. The City of Atlanta needs the creation of 4x19 1x5
an enterprise fund for the Civic Center *76 =5
79% 21%
4. A special revenue fund could result in 5x2 4x9 2x6 1x7
the build up of funds for some =10 *36 =12 =7
departments while others of equal 8% 38% 25% 29%
5. A special revenue fund can help top 2x7 1x17
management to identify funds generated *14 =17
by each department more easily than
the present system
29% 71%
An enterprise fund can induce employees
5x20 4x2 1x2
6. =100 *8 =2
to generate more revenue 83% 8% 8%
7. A general fun#>Muld serve the same 5x20 3x1 1x3
purpose and function as a special =100 =3 =3
revenue fund will serve 83% 4% 13%
8. A special revenue fund can hinder 4x2 3x2 2x17 1x3
sound financial planning and -8 *6 -34 =3
complicate the accounting system 8% 8% 71% 13%
9. An enterprise fund can hinder sound 2x24
financial planning and complicate =48
the accounting system 100%
10. The creation of a special revenue 4x1 3x20 1x3
fund will complicate the budgetary •4 =40 =3
process in the City of Atlanta 4% 83% 13%
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TABLE 6 (continued)
Beside each of the statement or question presented below, please Indicate
whether you Strongly Agree (SA), Agree (A), Disagree (D), Strongly
Disagree (SD), or are Undecided (U).
(SA) (A) (D) (SD) (U)
11. The Atlanta Civic Center can generate 5x1 4x19
enough revenue to be acocunted for -5 -76
under the enterprise fund 4% 79%
12. Do you think a special revenue fund 4x2 3x4 2x14 1x4
will create Inflexibility in the =8 -12 -28 -4
use of revenue by the City ,,.,. 8% 17% 58% 17%
13. An enterprise fund will enable 5x15 4x5 3x1 1x3
administrators to see the true -75 -20 -3 =3
net worth of an establishment 63% 21% 4% 13%
14. A special revenue fund can help budget 5x20 4x2 1x2
analyst to determine departments with =100 -8 =2
high potential 83% 8% 8%
15. Does the City of Atlanta Charter vs. 5x22 1x2
Ordinance permit the creation of -110 =2
special or enterprise funds for
revenue-producing activities
92% 8%
16. The creation of a special revenue fund 4x1 2x20 1x3
will complicate the budgetary =4 =40 =3
process in the City of Atlnata 4% 83% 13%
17. The creation of an enterprise fund for 3x2 2x21 1x1
the Civic Center will complicate «6 -42 =1
the budgetary process in the City
of Atlanta
8% 88% 4%
18. The creation of a special revenue fund 4x1 2x2 1x21
for revenue-producing activities -4 -4 =21
makes it easier for accountants to
allocate indirect cost to the various
departments
4% 8% 88%
19. The Atlanta Civic Center can generate 5x1 4x19 1x4
enough revenue to be accounted for -5 -76 =4
under the enterprise fund 4% 79% 17%
20. The general fund should subsidize 5x20 4x1 1x3
the special revenue fund =100 -4 -3
83% 4% 13%
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respondent. Using five independent variables (i.e.. Strongly
Agree (SA), Agree (A), Disagree (D), Strongly Disagree (DS),
and Undecided (U) scores of 5 to 1 were assigned taking the
direction into accotmt (i.e., 5 SA, 4 A, etc.).
A total of 25 questionnaires were distributed to admin-
strators at various levels. Of these, 96 percent responded to
the questions. These responses were favorable to the study as
the analysis will further demonstrate. However, these responses
were collapsed into one, and selected variables or questions
were anlayzed or briefly discussed.
As indicated before, a glance at table 6 shows that
most of the respondents favored the establishment of the
special revenue and enterprise funds. Specifically, with re¬
gard. to variable one in the table of analysis, 75 percent of
those interviewed strongly agreed, 8 percent agreed, 8 percent
disagreed, and 8 percent undecided. Those who favored (i.e.,
75 percent and 8 percent) the establishment of a special revenue
fund are probably not aware of some of the problems associated
with this fund. However, their agreement could be based on
the following reasons: 1..A special revenue would lead to quick
access to money. In other words, the creation of such a fund
could enable departments or bureaus to obtain money without
going through bureaucratic red tape. Also, a department could
receive funds on a daily basis if it so desired; 2. revenue
generated from a facility could be used to purchase and/or
maintain the facility that generated the revenue. Added to the
above, enployees motivation could be increased. This is
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because, if an employee knows that a certain percentage of the
amount of money generated by his unit would go towards the pur¬
chase of equipment, supplies, or other miscellaneous expenses
in his/her unit, could in effect, make the employee perform
efficiently.
On the other hand, only 8 percent of the administrators
interviewed disagreed with the establishment of a special
revenue fund. These administrators probably are concerned with
the political, accounting and financial problems that might
arise out of this ftind. The administrators who disagreed may
have the opinion that some politicians or council members
(whether they are from poor, middle or rich district) would like
certain facilities to be furnished and maintained in their dis¬
tricts. Again, their disagreement could be due to the fact that
if a special revenue fund is established, it would improve
facility or facilities in certain districts, neighborhoods, or
communities. If this is the case, it would obviously present
a problem. For example, if a facility is located in a poor
neighborhood, it would suffer because the amount of revenue it
generates will be less, while a similar facility located in a
rich or middle class neighborhood or community would generate
tremendous revenue. In essence, the administrators who dis¬
agreed with the establishment of this fund are in favor of a
general fund.
Furthermore, the disagreement could be due to an addi¬
tional administrative cost (such as computer) that they
feel would be associated with the operation of a special revenue
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fund. The administrators are probably concerned with the dis¬
tribution of revenue to revenue producing agencies. That is,
if a special revenue fund is established for revenue producing
activities or agencies, the revenue derived by an activity or
agency would be divided among several special revenue funds
rather than lumped in one fund (General Fund). This could
result in the limitation of overall available investment money
by the city.^^
Also, the administrators who disagreed with the crea¬
tion of a special revenue fund (although they are small in n\im-
ber compared to those who agreed) are probably concerned with
the problems normally associated with this fund. These adminis¬
trators are probably in line with the Municipal Finance Officers
Association which, as we have previously indicated on page 23,
states that:
... the creation of special revenue funds is opposed
because it hinders sound financial planning, unduly
complicates the accounting system, and causes con¬
fusion in financial reporting.
Again, the administrators might probably be of the
opinion similar to those of Morey and Hackett who stated that
the creation of special revenue funds on the whole, was not
to be commended. The reason probably is the notion that such
fund would lead to the build up of money for particular acti¬
vities while others of equal importance may be suffering be¬
cause of lack of resources.
This is further discussed in the conclusion section
of this paper.
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Furthermore, the administrators disagrement could be
in line with Mendonsa who stated that a special revenue fund
would create inflexibility in the use of revenue which a city
generate. In effect, designated revenue could lead to low
priority needs being over-financed while high priority needs
are underfinanced.
Those who were undecided probably are not fully aware
of the concept of special revenue fund. On the other hand,
they may prefer a special revenue account rather than a special
revenue fund.
Table 6 also indicates that 79 percent of the adminis¬
trators favored the creation of an enterprise fund for the
Civic Center while 21 percent interviewed are undecided. Those
who favored the creation of an enterprise fund for the Civic
Center are probably aware of the amount of money this unit
could generate as compared to its operating cost. This is com¬
patible with the viewpoint of the Commissioner of Cultural
Affairs (as indicated on pages 47 and 48), when she states that
in the future the Atlanta Civic Center could provide services
without being subsidized by the tax dollars of the citizens.
Again, page 48 also revealed that the revenue for the
first six months of 1980 as compared to 1979 was increased by
51 percent. This, according to the Htjman Resources Committee,
"has placed the Civic Center in a more business-like pos-
C Q
ture." Furthermore, it was reported on page 48 that the
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overall percentage of total revenue generated compared to the
total operating cost for the first six months of 1980 was
approximately 94 percent (favorable). The administrators (79
percent) who favored the creation of an enterprise fund, pro¬
bably must have analyzed the above viewpoints of the Commis¬
sioner of Cultural Affairs as well as that of the Human Resour¬
ces Committee. These administrators are probably convinced
that, based upon the revenue the Civic Center generated for a
limited period of time, the viewponts of the Commissioner of
Cultural Affairs, and that of the Human Resources Committee,
must have concluded that it is necessary to establish an enter¬
prise fund. Again, they must have probably understood the
accounting system of a private concern, which takes into consi¬
deration the depreciation of plant assets in evaluating the per¬
formance of an establishment.
Added to the above, these administrators in favor of an
enterprise fund might be aware of the basic conept of ’respon¬
sibility accounting.' By responsibility accounting is meant
that the performance of each manager or administrator in charge
of a department or bureau can be judged by how well he/she
manages the items directly under his/her control. Expli¬
citly, in order to judge a manager's or administrator’s per¬
formance, the cost of his/her operation (expenses) and the
revenue of his/her section must be carefully scrutinized and
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classified according to the activity. In doing this, each
level of management (i.e., division) is charged with those
costs under the care of the manager or the administrator and
he/she is held responsible for the different variations between
the budgeted goals and the actual results. In effect, 'respon¬
sibility accounting’ personalized the accoxinting system by
looking at the cost from a personal control standpoint, rather
than from an institutional standpoint.
The undecided (21 percent) respondents regarding the
creation of special revenue or enterprise funds could possibly
indicate that they are either xaninterested in the creation of
such funds or that they feel comfortable with the present system.
VIII. CONCLUSION AND RECOMMENDATIONS
The City of Atlanta has been using the most modern and
recommended accounting practices; yet, this study has revealed
that the creation of an enterprise fund for the Civic Center
could help in the efficient operation of its activities. This
fund can provide incentives to administrators in order to maxi¬
mize the available revenue collections.
Under the analysis section of this paper, one of the
probably negative points given by those who did not favor the
establishment of a special revenue fund, was the cost of its
implementation (e.g., computer cost). These administrators
probably are not aware of the fact that the city is in the pro¬
cess of establishing a computerized accounting system that can
manipulate the various types of special revenue funds. However,
these administrators also gave some sound financial reasons for
their disapproval of the establishment of a special revenue
fund. Though these administrators are small in number compared
to those who agreed, yet the probable reasons for their rejec¬
tion of the establishment of a special revenue fijnd are better
than those advanced by the advocates of the establishment of
a special revenue fund. In fact, the viewpoint expressed by
this minority is synonymous to those advanced by the authorities
or scholars who reject the establishment of a special revenue
fund. The study, therefore, revealed that the creation of a
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special revenue fund for revenue producing activities or agen¬
cies in the City of Atlanta will likely be problem oriented.
Finally, this study has revealed that activities such
as those performed at the Civic Center can generate sufficient
revenue through users fees to meet a significant part of the
cost. For this reason and others cited in the body of the
paper, an enterprise fund could be the most appropriate account
ing tool for recording the business transactions of the Civic
Center. This fund offers the advantage of restructuring opera¬
tions such that dollars spent are tied to dollars earned. In
effect, an enterprise fvind creates incentives to broaden the
fee base and maximizes efficiencies in providing a service.
Again, this fund accounts for monies with exactitutde and there
fore goes hand-in-hand with setting a fee schedule that will
realistically reflect activity costs.
After a careful examination of the merits and demerits
of the special revenue and enterprise funds, the writer is of
the opinion that the establishment of an enterprise fund for
the Civic Center will be beneficial to the City of Atlanta.
On the other hand, it is the opinion of the writer that the
establishment of a special revenue fund will create signifi¬
cant problems for the city. In view of this, the following
recommendations are offered:
1. That the City of Atlanta should not establish
a special revenue fund for revenue producing
activities or agencies.
2. That an enterprise fund be created for the
Atlanta Civic Center.
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3. That the budgeting and accounting procedures,
including entries and statements of a special
revenue fiand be in conformity with the recom¬
mendation of the Municipal Finance Officers
Association.
4. That an investigation or audit of each fund be
conducted on an annual basis. This should be
carried out for control purposes.
5. That the city accountant, treasurer or con¬
troller prepare the relevant financial balance
sheets needed to begin the operation of an
enterprise fund.
APPENDIX A
CORRESPONDENCE FROM DIRECTOR, BUREAU OF LIBRARIES
ATTACHMENT 92
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The Library anticipates accelerated cost, in several areas,
to run the new Central Library. We have looked at some means
of slightly augmenting some accounts.
I will list areas on separate sheets to facilitate easier
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xtlunta pubuc libmky
ADDITIONAL SOUBCE OF REVENUE I
General Operating Supplies
Account I1210D051
The Library has always provided photocopying services for its public
patrons. The conti’acts on these machines are handled through City
Purchasing with an agreed upon sum being returned to the City from
the revenue taken in. Could this revenue be applied to our General
Operating Supply Account tl210D051? This is an area of accelerated
operating expenses.
The Library presently provides all paper, ink, and toner for these
machines from our general operating supply account with no reimburse¬
ment to offset costs. We have operated with 3 in the past facility.
This will increase to 6 in the new building.
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ATLANTA PUBLIC UBRARY
ADDITIONAL SOURCE OF REVENUE II
Cenetal Operating Supplies
Account I1210D0S1
Our net^ computer catalogs have printout machines at Central and
several branch installations. Patrons can make hard copy of listed
data at ten cents per print. May we have permission from City
Council to have this money added to our General Operating Supply
Account tl210D0Sl for the purpose of providing additional paper
to stock these machines?
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ATLANTA PUBLIC UBRARY
ADDITIONAL SOUKCE OF REVENUE III
Books t Periodicals
Account tlllODlOO
In 1979 City Council passed a resolution to apply library fines and
fees received to ibe Book Account to help offset inflated costs of
materials.
Is this money to be added to our account each month or at the end of
the year.
Please advise where we stand on this.
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ATIANTA PUBLIC UBRARY
ADDITIONAL SOURCE OF REVENUE IV
General Operating Supplies
Account §1210D0S1
The Library has printed a catalog of our film holdings over the years.
With the installaiion of computer catalogs ( each lists all holdings
in the entire library system plus films) we discontinued the costly
film catalogs. The Library film public is adamant/ they still want
a catalog for home and school use and are willing to pay for these
catalogs.
The Board of Trustees has approved a fee of $2.00 per catalog to help
defray costs. Our new computer operation can generate a master copy
and we can duplicate additional ones.
We herewith request from Council permission to charge $2.00 per cata¬
log printing with the funds being returned to the library General
Operating Supply Account $12100051 to offset accelerated usage of paper




Department of Parks and Recreation, the Library,
the Civic Center, cultural affairs
Beside each of the statement or question presented below, please indicate
you Strongly Agree (SA), Agree (A), Disagree (D), Strongly Disagree (SD),
or are Undecided (U).
(SA) (A) (D) (SD) (U)
1. Do you find a need for the creation of
a special revenue fund for parks and
recreation, library, cultural affairs
2. The City of Atlanta needs the creation
of a special revenue fund for the Civic
Center
3. The City of Atlanta needs the creation
of an enterprise fund for the Civic
Center
4. A special revenue fund could result in
the build up of funds for some depart¬
ments while others of equal importance
could suffer
5. Can a special revenue fund help top
management to identify funds generated
by each department more easily than
the present system
6. An enterprise fund can induce employees
to generate more revenue
7. A general fund could serve the same
purpose and function as a special
fund will serve
8. A special revenue fund can hinder sound
financial planning and complicate the
accounting system.
9. An enterprise fund can hinder sound
financial planning and complicate the
accounting system10.The creation of a special revenue fund
will complicate the budgetary process in
the City of Atlanta
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(SA) (A) (D) (SD)
11. The Atlanta Civic Center can generate
enough revenue to be accounted for
under the enterprise fund
12. Do you think a special revenue fund
will create inflexibility in the use
of revenue by the City
13. An enterprise fund will enable adminis¬
trators to see the true net worth of
an establishment
14. A special revenue fund can help budget
analyst to determine departments with
high potential
15. Does the City of Atlanta Charter vs.
Ordinance permit the creation of special
or enterprise funds for revenue producing
activities
16. The creation of a special revenue fund
will complicate the budgetary process in
the City of Atlanta
17. The creation of an enterprise fund for
the Civic Center will complicate the
budgetary process in the City of Atlanta
18. The creation of a special revenue fund
for revenue producing activities makes
it easier for accountants to allocate
indirect cost to the various departments
19. The Atlanta Civic Center can generate
enough revenue to be accounted for under
the enterprise fund
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